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Cooperation with War Department 


On January 16th there was held in Wash- 
ington, at the request of the secretary of 
war, a conference between officers of the 
war department and representatives of the 
construction industry of the country look- 
ing to the formation of plans for national 
defense especially in regard to construc- 
tion. 

The conference opened with an address 
by the secretary of war, who, after express- 
ing a cordial welcome, outlined in general 
terms the purpose of the conference, and 
thereupon stated that features of the plans 
of the department would be outlined in 
more detail by his officers, who in turn 
would cover certain phases of the plans. 
The officers taking part in this way were: 
General Davis, assistant secretary of war; 
General Hart, quartermaster general of the 
army; W. J. Johnson, lieut. colonel of the 
general staff. 

Thereafter formal papers were read to 
the meeting by members of the “Civilian 
conference committee on war department 
construction,” (which had been organized 
in October), as follows: one relating to 
“War-iime service construction” by Francis 
Blossom, and another “War-time procure- 
ment of material” by Brigadier General 
Willcutt. 

Following a general discussion other 
members of the conference committee ad- 
dressed the meeting on various phases of 
construction activities, coupling with their 
remarks a recital of experiences gained in 
the execution of the government’s construc- 
tion programme in the recent war. 

The Institute’s representatives, appointed 
to attend this conference, were: Arthur W. 
Teele, W. Sanders Davies and William H. 
West; the two latter being members of 
the conference committee mentioned above. 


It is the intention of the secretary of 
war to have the above-named committee 
continued as a permanent body. 


Election of Members 


The president of the Institute has de- 
clared elected as of February 1, 1925, the 
applicants for admission as members and 
associates respectively, whose names were 


printed in a supplement of Bulletin series 
B, No. 9. . 


Payment of Dues 


The time for payment of dues to the 
American Institute of Accountants for the 
current fiscal year expired January 31st. 
Under the provisions of the by-laws mem- 
bership automatically terminates with that 
date if dues remain unpaid. Four members 
were dropped from the rolls of the In- 
stitute under this provision of the by-laws. 


Board of Examiners 


At a meeting of the board of examiners 
of the Institute held February 3rd it was 
resolved that the spring examinations should 
be held May 14th and 15th. 

The board will be glad to receive from 
members of the Institute or from members 
of cooperating state boards, questions and 
problems which might be of service in the 
preparation of the examinations. Letters 
requesting such assistance will be sent to 
all members of the council, committees and 
state boards cooperating, but all members 
of the Institute are cordially invited to 
assist the board of examiners in this way. 
The board feels that by enlisting the co- 
Operation of many accountants in different 
parts of the country the range of examina- 
tion questions may be considerably broad- 
ened and the examinations themselves 
strengthened. 
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Standard Invoice Form 


In 1921, a national standard invoice form 
was prepared jointly and officially endorsed 
by several organizations. This form 
has since been approved by thirty-eight 
trade associations, which have recommen- 
ded its use by their members. 

On January 14, 1925, a national con- 
ference was conducted by the department 
of commerce at Washington at the request 
of the National Association of Purchasing 
Agents. Representative organizations were 
invited to send delegates and the Amer- 


ican Institute of Accountants was repre- 
sented by George Rea, New York. The 
conference was called for the purpose of 
determining whether the standard form of 
invoice could be improved as a result of 
nearly four years use. Several suggestions 
were offered, some of which were found 
to apply only to the requirements of a lim- 
ited number of users. As to the others of 
more general interest, the form is believed 
flexible enough to meet their conditions. 
The conference, thereupon, unanimously 
adopted the following form previously en- 
dorsed : 


Facsimile of the National Standard Invoice Form 


National Association of Purchasing Agents 
Woolworth Building, New York 


{ Ord No. & Date Invoice Date column reserved for use of customer. 
| Requisition No Invoice No. P A. Invoice No. 
Contract No Shipper's Order No. Voucher No. 
Shipped To 
Destination 
Terms: With order 
g|F ©. B point 
Net Cash Price 
| Calculations 
© | Transportation 
Trans. Chgd. Back 
Date Shipped From FOB. 
Car No. and Int 
How Shipped and Route 
Above Materials received__ /___192___and found (Signed) (Title). 
Charge Account Approved Approved 


The national standard invoice form pro- 
vides space for necessary information for 
vendor and customer so conveniently ar- 
ranged for both as to render unnecessary 
rubber-stamp instructions. At the left and 
also below the customer’s name and address 
are the vendor’s notations for the benefit 
of the customer. In the center, above the 
customer’s name, are data of interest to 
the vendor only. The items in the right 
block and below the body of the invoice 
are left blank by the vendor for the cus- 
tomer’s use. 

The alignment and spacing may be suited 
to any typewriter or billing machine, or to 
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handwriting, maintaining their relative po- 
sition and the standard size of the sheet, 
1-1/2 inches wide and from 7 to 14 inches 
long. Two manufacturers announced that 
they will adapt their billing machines to 
the standard form. As illustrated above, 
only four movable stops are needed to align 
all matter to be typed, unless it is desired 
to accumulate the total billings, when a 
column for the invoice total and a fifth 
stop are needed. It will be noted that 
the vendor types nothing in the block 
above the amount column, so that the use 
of this form does not interfere with the ac- 
cumulation of the total billing. 


| 
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Regional Meetings 


Cincinnati 


The committee in charge of arrangements 
for the regional meeting to be held at Cin- 
cinnati is engaged in making preparations 
and definite announcement of the pro- 
gramme will be published in the near future. 
Ernest A. Roden, Fourth National bank 
building, Cincinnati, is the chairman of 
the committee. This region consists of 
western New York, western Pennsylvania, 
West Virginia, Ohio and Indiana. 


Dallas 
The spring meeting of the midwest region 
will be held at Dallas, May 7, 8 and 9, 1925. 
The programme will be completed in the 
near future. The chairman of the com- 
mittee is Loyd B. Smith, Praetorian build- 
ing, Dallas. 


Income-tax Forms 


Inquiries have been made as to the num- 
ber of income-tax forms which may be 
supplied to accountants by internal revenue 
offices. In a letter on the subject, D. H. 
Blair, commissioner of internal revenue 
says: 

“It is the policy of the bureau to have the col- 
lectors of internal revenue distribute to taxpayers, 
as their needs demand, a reasonable supply of the 
forms in question, but at the same time to use every 
precaution in the interests of governmental econ- 
omies in expenditures not to distribute them in- 
discriminately or unnecessarily. I would suggest 
that you instruct the members of your Institute who 
need more than the ordinary supply of tax return 
forms in their practice to either apply in person to 
the chief office deputy of the collector’s office con- 
cerned and explain fully to him their needs or to 
write a communication to that official giving this 
information and have the same delivered by some- 
one in person who is directly associated with the 
party desiring the forms. If there are any further 
complaints filed with you of the character outlined 
in your letter you will please inform this office and 
the matter will be taken up personally with the 
collector or collectors concerned.” 


One of the Washington letter services 
reports that because of the discussions 
caused by the Couzens investigating com- 
mittee concerning alleged laxity and lack 
of uniformity in depletion allowances made 
by the bureau of internal revenue, there 
are indications that the bureau may reopen 
and re-audit a number of important cases, 
especially those of copper, oil and coal com- 
panies. 


American Association of University 
Instructors in Accounting 


The officers of the American Association 
of University Instructors in Accounting 
elected at the annual meeting are: presi- 
dent, Roy B. Kester, Columbia university ; 
vice-presidents, William S. Krebs, Wash- 
ington university, St. Louis, J. Hugh Jack- 
son, Harvard university, David Himmel- 
blau, Northwestern university; secretary- 
treasurer, Edward J. Filbey, university of 
Urbana, Illinois. 


International Chamber of Commerce 
Meeting 


The American Institute of Accountants 
has been invited to send representatives to 
attend a meeting of the International Cham- 
ber of Commerce to be held at Brussels, 
Belgium, June 21-27, 1925. 

The president of the Institute will ap- 
point a delegation, and has requested that 
members who expect to be in the neigh- 
borhood of Brussels at the dates mentioned 
advise the Institute accordingly. The pres- 
ident is anxious to appoint as represen- 
tatives members who will be able to attend. 


Commercial Arbitration 


In view of the interest which the Amer- 
ican Institute of Accountants has taken in 
the question of arbitration of commercial 
disputes, the president of the Institute ad- 
dressed a communication to the United 
States senators requesting favorable con- 
sideration of the bill then before the United 
States senate dealing with this question. 
Mr. Niven’s letter reads as follows: 


“There is pending in congress a measure to pro- 
vide for the arbitration of commercial disputes, 
known as S. 1005. 

“The American Institute of Accountants at its 
annual meeting in Washington, September, 1923, 
endorsed the principle of commercial arbitration, 
and since then has given its support to movements 
in various states to enact commercial arbitration 
legislation. It has published also a letter-bulletin 
on this subject, a copy of which is enclosed. 

“The Institute is a non-partisan, non-political 
organization, formed for the purpose of setting up 
and maintaining standards for the profession of ac- 
countancy. It does not as a rule concern itself with 


the adoption or rejection of measures pending in 
congress or before the various state legislatures. 
It believes, however, that the measure now before 
congress, known as “A bill to make valid and en- 
forceable written provisions or agreements for ar- 
bitration of disputes arising out of contracts, mari- 


3 


Bulletin of American Institute of Accountants 


time transactions, or commerce among the states or 
territories or with foreign nations,” is one worthy 
of its support. 

“The Institute bespeaks your favorable considera- 
tion of this measure.” 


The commercial arbitration bill adopted 
by the house of representatives was later 
substituted for S. 1005, and was passed with 
amendments by the senate on January 31. 
The bill is now before the president. 


The president of the Institute has ap- 
pointed a sub-committee to participate in 
the effort to obtain amending arbitration 
legislation in the state of California. The 
committee consists of E. V. Rowe, chair- 
man, member of the committee on public 
affairs, R. W. E. Cole of Los Angeles and 
Albert J. Watson of San Francisco. 


Activities in Indiana 


Public accountants of Indiana were re- 
cently called upon to take part in two state- 
wide movements, one in behalf of tax revi- 
sion and economy and the other in prepara- 
tion of a new blue-sky law. 

George E. Morgan, Indianapolis, presi- 
dent of the Indiana Association of Certified 
Public Accountants, was appointed a mem- 
ber of a state representative committee or- 
ganized to draft a new-blue sky law, which 
has been prepared and is before the legisla- 
ture. Its passage is regarded as likely and 
it is reported to be a great improvement 
over the existing blue-sky law. 

George B. Buist, Fort Wayne, represen- 
ted the Indiana association on a committee 
organized by the Indiana state chamber of 
commerce as a part of its movement for tax 
revision and economy which has as its pur- 
pose the attainment of a better adminis- 
tration of public expenditures. A_ study 
was made of the tax systems of Indiana 
and of nine other states and a platform of 
principles was adopted. The conference 
report expresses the views not only of the 
state chamber of commerce but of ten other 
leading business organizations of the state, 
one of which was the Indiana Association 
of Certified Public Accountants. The re- 
port is to be submitted to the present legis- 
lature in the form of bills and resolutions 
for passage. 


National Distribution Conference 


On January 14th and 15th more than two 
hundred business men, principally execu- 


tives who were also officers of trade or- 
ganizations, met in the chamber of com- 
merce at Washington, D. C., to discuss the 
growing discontent with the existing methods 
and cost of distributing commodities to the 
consumer. The American Institute of Ac- 
countants was represented by George Rea, 
New York. 

The only formal address was made by 
the secretary of commerce, Herbert Hoover. 
The following programme was submitted 
as covering the possible scope of the ex- 
amination that would have to be made. 


1. Collection, coordination and dissemination of 
business figures as a means toward accomplishing 

_ economies in distribution: 

Periodical comparisons of: 

(1) Quantities of certain commodities pro- 
duced and on hand. 

(2) Prices of the same commodities at 

wholesale and at retail, for giving 

distributors a knowledge of market 

conditions in order that intelligent buy- 

ing and selling policies may be adopted 

and extreme market fluctuations 

avoided. 

(b) Census of distributors substantially like the 
census of manufacturers now conducted by the 
‘department of commerce. 

(1) To judge the relative need for more 
or less establishments in various local- 
ities. 

For the elimination of wasteful market- 
ing efforts. 

For the estimation of accurate sales- 
quotas. 

2. Trade relations: 

(a) Methods for reducing the losses due to can- 
cellations of orders and returns of merchandise. 

(b) Ways in which better credit practices may 
be established. 

(c) Promotion of the highest ethical standards. 

(d) Practical means toward the investigation of 
complaints, the conciliation of disputants and the 
arbitration of claims. 

3. Advertising and advertising mediums: 

(a) Coordination of research in order: 

(1) To avoid duplication of work by the 

interchange of non-confidential figures. 

(2) To increase the net results of research 

by a unification of effort. 

(b) Methods for arriving at the economic aspect 
of advertising. 

(c) Services of advertising in the efficient dis- 
tribution of merchandise. 

4. Expenses of doing business: 

(a) Services:—To determine as nearly as pos- 
sible those which contribute to the facility of dis- 
tribution. 

(b) Adoption of uniform systems in recording 
the costs of doing business to serve as comparisons 
for distributors in studying their own costs. 

(c) Principles upon which credit should be based 
and its relation to “good” and “bad” times. 

(d) Loss due to bankruptcy and lack of capital. 


(a) 


(2) 
(3) 
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(e) Methods for arriving at the most economical 
rates of turnover and their effect upon expenses. 
(f) Simplification in its relation to the number 
of varieties, styles and sizes and to “hand-to-mouth” 
buying. 
5. Methods of distribution: 


(a) Causes for various channels, such as manu- 
facturer to wholesaler to retailer to consumer. 
_ (b) Mail orders and house-to-house methods of 
sales and the economic results thereof. 

(c) Chain stores and independent dealers; dif- 
ferences in functions. 

(d) Public warehousing and its place in distri- 
bution. 


(e) Proposed entry of the federal government 
into the business of distribution. 


6. General conditions affecting distributions: 


(a) Legislation favorable and unfavorable to 
the most efficient distribution. 

(b) Government relations to distribution and 
the aid which the various departments and bureaus 
may give in the collection and publication of facts 
and figures. 


(c) Methods for giving a wider understanding 


of the necessary expenses attending distribution and 
the reasons for certain practices. 


After an all day session, the delegates 
formed themselves into six voluntary com- 
mittees, each of which took up one section 
of the above tentative programme and dis- 
cussed ways and means of making the pro- 
posed enquiry. 

On the morning of the 15th, the chair- 
man of the several committees reported to 
the conference that the programme was 
almost unanimously approved, whereupon it 
was decided to appoint six committees to 
make the investigation and report at future 
conferences. Chairmen were appointed, who 
with the cooperation of the chamber of 
commerce of the United States will choose 
their committees and direct their work. 

Robert Ellis, President of Hessig-Ellis 
Drug Co., Memphis, Tenn., is chairman of 
the committee on expenses of doing bus- 
iness. 

Owen D. Young has been invited to head 
the committee on collection of business 
figures. 

Inasmuch as it is proposed to investigate 
the whole field of distribution and as each 
commodity has its own peculiar conditions 
from which arise problems often entirely 
unlike those of other commodities, it is be- 
lieved that the trade organizations offer the 
most favorable field for the work of these 
committees and can more readily secure data 
from their members than could an outside 
organization. The expenses of doing busi- 
ness, in which accountants are chiefly in- 


terested, can neither be condemned nor 
justified unless they are classified according 
to the kind of services rendered. Different 
kinds of service are rendered by the whole- 
saler, by the retailer, by the manufacturer 
who sells to either wholesaler or retailer or 
to both and by the manufacturer who sells 
directly to the consumer in whole or in part. 
These conditions must be recognized if an 
intelligent comparison of expenses is to be 
made. Public accountants are better qual- 
ified than is any other profession or class 
of business men to assist the committee 
on expenses of doing business. Their work, 
if they are called upon to serve, will not 
be the compilation of data but giving coun- 
sel as to the kind of data to be secured, 
how they can be most effectively compiled 


and preparing comparative analyses of the 
statistics. 


Rapid Transit Differences Adjusted 


The recent adjustment and final account- 
ing of disputed items concerned with the 
invested costs of construction and equip- 
ment of the subway sistems of greater New 
York and with the operating income relat- 
ing thereto are matters of general account- 
ing interest. Through the efforts of com- 
mittees competent to determine and apply 
professional and technical principles to the 
disputed matters, expensive litigation has 
been avoided and satisfactory settlements 
have been accomplished. The work of the 
committee charged with securing final deter- 
mination and disposition of the matters in 
dispute involved consideration of account- 
ing, legal and engineering questions, many 
of which, particular to the contracts con- 
cerned and lacking precedents were contro- 
vertible. 

As the net result, gratifying to the com- 
mittee representing the transit commission 
of New York state and its chief engineer, 
in cooperation with committees of officers 
and staffs of the two companies operating 
the rapid transit systems, the following 
things have been accomplished: with- 
drawal from formal arbitration (as a con- 
tractual prerequisite to litigation) of sun- 
dry items of reported costs to which ob- 
jection had been made; adjudication by 
agreements (later confirmed by legal stipu- 
lations) of all but two of the matters in 
dispute ; final disallowance of approximately 
$8,500,000 claimed by the companies as part 
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of their contributed investment in subway 
construction and equipment; restoraton to 
the rapid-transit operating income, pooled 
with the city, of expenses and diverted in- 
come in the further amount of approxima- 
tely $1,250,000 to which there had been 
objection. 

The committee appointed by the transit 
commission to represent the state and city 
of New York consisted of John E. Cooper, 


member of American Institute of Accoun- 
tants, chief of accounting and valuations 
bureau, chairman, Frederick Wilcock, divi- 
sion engineer, and William G. Fullen, chief 
counsel. The committee reports are pub- 
lished in 41st Determinations of Cost of 
Rapid Transit Railroads issued. by the chief 
engineer of the commission and became 
effective by statutory action as of January 
21, 1925. 


COMMITTEE ACTIVITIES 


State Legislation 


The committee on state legislation is giv- 
ing consideration to all bills introduced in 
state legislatures relative to the practice of 
accountancy. As information in regard to 
introduction of such legislation is reported 
by the various agencies in the employ 
of the Institute the matters are taken under 
consideration by the committee and are also 
reported to leading accountants in the states 
concerned. In some cases the committee 
has found it necessary to recommend that 
proposed legislation be radically amended 
‘before enactment. In other cases the legis- 
lation has not been opposed in any way by 
the committee. 

The committee is ready to assist accoun- 
tants in all parts of the country in pre- 
venting the enactment of undesirable laws 
or in the introduction and passage of legis- 
lation which would be for the benefit of 
the profession. Such assistance will be 
rendered upon request. 


Executive Committee 


At a meeting of the executive committee 
held January 15th a request was received 
from The Journal of Accountancy, Incor- 
porated, for an expression of opinion in 
regard to advertising offered for publication 
in the magazine. The committee resolved 
that it be recommended to The Journal of 
Accountancy, Incorporated, that all adver- 
tisements accepted for publication should 
be supported by reasonable evidence of 
statements made in such advertisements. 


Special Committee on Public Affairs 


The committee on public affairs has made 
a definite move to enlist the active support 
and cooperation of state societies and chap- 
ters of the Institute. During the past two 
weeks letters have been addressed to presi- 


dents of all local accountants organizations 
of which the Institute has record, asking 
whether or not the organizations are willing 
to cooperate with the Institute’s committee 
on public affairs and if so, the extent and 
form that codperation might take. 

Replies already have been received from 
several of the organizations addressed. 

Stanley G. H. Fitch, president of the 
Massachusetts Society of Certified Public 
Accountants and of the Massachusetts 
chapter of the American Institute of Ac- 
countants, expresses the belief that both 
the Massachusetts organizations will be glad 
to cooperate with the Institute’s committee 
on public affairs. The question will be 
submitted to the organizations at their 
March meetings. In the meantime the exec- 
utive committee of the Massachusetts so- 
ciety will give the question consideration. 

Lewis G. Fisher, president of the Provi- 
dence chapter of the Institute, assures the 
committee on public affairs that that chap- 
ter will be glad to give its full cooperation. 

W. M. LeClear, president of the Illinois 
chapter of the Institute, writes that he will 
be glad to be of assistance to the com- 
mittee. 

B. C. Wallace, president of the South 
Carolina Association of Certified Public Ac- 
countants, writes that the general ideas sug- 
gested by the committee meet with his 
approval as an individual and that he is 
satisfied that his society will be glad to co- 
Operate with this committee in every possible 
way. 

Arthur E. Chandler, president of the 
Northern Ohio chapter of the Institute 
writes that he will be glad to take up the 
inquiry of this committee with the members 
of the chapter and that an official reply 
may be expected soon. He says in part: 


“Personally, I am heart and soul in sym- 
pathy with the activities of the bureau ot 
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public affairs for I can see that it is very 
important that the high professional stand- 
ards of the American Institute be known 
to all successful business men, as it is rea- 
sonable to assume that any accounting firm 
that does not adhere strictly to the rules of 
conduct of the Institute is not entitled te 
the confidence of the business world.” 

A. F. Wagner, president of the Minne- 
sota chapter of the Institute, writes that 
he feels sure that the Minnesota chapter will 
be glad to codperate and that it will give 
its support to any workable plan that may 
be presented. 

George M. Hofford, president of the 
Texas chapter of the Institute, writes that 
he has laid the matter of coOperation with 
the committee before all members of the 
Texas chapter. 

James A. Councilor, president of the Dis- 
trict of Columbia Institute of Certified Pub- 
lic Accountants, writes the committee that 
the question of codperation on the part of 
his organization will be laid before the 
board of directors on March 2nd. 


William Dolge, president of the Califor- 
nia State Society of Certified Public Ac- 
countants, writes that both the San Francisco 
and the Los Angeles chapters of that 
Society will be glad to codperate with this 
committee. The form of that cooperation 
is yet to be determined. 

C. H. Reimerth, president of the Wyom- 
ing Society of Certified Public Accountants, 
writes the committee that his society will 
gladly cooperate in whatever way the com- 
mittee may suggest, consistent with the 
practice in Wyoming. 

O. G. Richter, president of the Pittsburgh 
Chapter of the Pennsylvania Institute, writes 
the committee that the chapter is willing 
to codperate in every possible way with 
the committee. 

D. J. McCullough, president of the North 
Carolina Association of Certified Public 
Accountants, writes that he personally fa- 
vors cooperation between his association and 
the committee and that he is referring the 
matter to the association’s committee on 
public affairs for action. 


George E. Morgan, president of the In- 
diana Association of Certified Public Ac- 
countants, will submit the question of co- 
Operation to the board of directors. He 
writes that he personally is in favor of ex- 
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tending to the Institute all possible codp- 
eration. 

Ernest A. Roden, president of the South- 
ern Ohio Chapter of the Institute, writes 
that the chapter will codperate with the 
committee, and that the form which such 
cooperation may take will be determined by 
the members at an early meeting. 


Several state societies and chapters of the 
Institute already have named committees 
on public affairs. Both the San Francisco 
and Los Angeles chapters of the California 
state society have appointed such commit- 
tees. They expect to arrange for the pub- 
lication of a series of articles by California 
members of the profession having special 
reference to the relation of accountancy 
to banking. William Dolge, president of 
the California society, announces the per- 
sonnel of the two new committees as fol- 
lows: San Francisco—Mpyrtile Cerf, chair- 
man, N. L. McLaren, W. R. R. Kilroe, 
C. E. Cornell, Henry Rand Hatfield, Ar- 
thur E. Bechtold; Los Angeles—Geo. M. 
Thompson, chairman, Harry W. Moore, L. 
H. Rogers, Oscar Moss, H. M. Thomson. 


Among other local accountants’ organi- 
zations which have appointed committees 
on public affairs are the Pittsburgh chapter 
of the Pennsylvania Institute of Accoun- 
tants, Harvey W. Watkins, chairman; the 
Florida Society of Certified Public Ac- 
countants; the Illinois Society of Certified 
Public Accountants and the North Car- 
olina Association of Certified Public Ac- 
countants. The committee asks for infor- 
mation from local societies as to the or- 
ganization of committees on public affairs. 

The idea of coordinating the work of 
various local societies’ committees on public 
affairs with that of the committee on public 
affairs of the Institute was first given ex- 
pression during the annual meeting of the 
Institute in St. Louis, in September, 1924, 
at an informal luncheon attended by twenty 
representatives of local organizations. At 
that luncheon unanimous approval was given 
to the proposal. 


From the replies to its letters of inquiry 
and from its experience during the past 
year in developing the public service that 
public accountants may reform and in 
securing press and other recognition, the 
Institute’s committee on public affairs hopes 
to envolve a definite programme that will 
be both acceptable and practical. 
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In a letter from Homer S. Pace, chair- 
man of the committee, to the presidents 
of chapters of the Institute and of other 
local organizations the following statement 
was made: 

The Institute’s committee on public affairs was 
organized to encourage public service on the part 
of practising accountants and to obtain press and 
other recognition of notable services given by in- 
dividual accountants and by the profession. It is 
impracticable here to recount the results already 
achieved—suffice it to say the results have far ex- 
ceeded our original expectations. 

Members of the Institute’s committee on 
public affairs believe that with the coopera- 
tion of the local organization still greater 
strides may be made than in the past year. 

The last six weeks have been a period of 
intensive effort by the committee in the 
preparation of letter-bulletin 3 on credit 
frauds, which is fast taking shape. Ma- 
terial has been sought from widely separ- 
ated sections of the country in the form 
of statements and opinions of the men best 
qualified to be heard on the subject of credit 
frauds, and it is hoped that the forthcom- 
ing letter-bulletin will be a comprehensive 
review of the subject which will not fall be- 
low the standard set by the committee in 
previous publications. 

Copy has been prepared for a revised 
geographical list of members and associ- 
ates of the Institute as of February 5. This 
will be issued in booklet form for joint dis- 
tribution with copies of letter-bulletin 3. 

The committee is desirous of obtaining 
copies of publications issued by various 
chapters and state societies for the purpose 
of making a detailed study of the forms 
that such publications have taken and of the 
ground covered. It will be glad to receive 
sample copies and back numbers of such 
publications. 

The committee is gratified with the na- 
ture and extent of public service that is be- 
ing performed by members and associates 
of the Institute as revealed in the informa- 
tion contained in the monthly report blanks 
returned to the commitee. During the 
month forty-six reports have been received 
of which five dealt with November activi- 
ties, thirty-six with December activities and 
five with January activities. 

Two report blanks accompany this num- 
ber of the Institute’s Bulletin as it goes to 
members and associates of the Institute, one 
for use in reporting January activities and 
one for February activities. This will en- 


able the committee to keep more closely in 
touch with the public-service work that is 
being done by members and associates. 
Hereafter one report blank will go out each 
month, on the 15th, for reports of activities 
of the current month. 

Among the outstanding public services 
reported to the committee during the month 
is that of William P. Field, an Institute 
member of Havana, Cuba, who, as vice- 
president of the American chamber of com- 
merce of Cuba, attended a meeting of the 
National Federation of Economic Corpora- 
tions called for the purpose of taking action 
on the Hay-Quesada treaty which has been 
pending in the United States senate for 
twenty-two years. Under the terms of this 
treaty complete sovereignty would be grant- 
ed to the republic of Cuba over the Isle of 
Pines. Mr. Field, as the delegate of the 
American chamber of commerce of Cuba, 
signed a resolution adopted by the National 
Federation of Economic Corporations. The 
American chamber of commerce of Cuba at 
a special meeting endorsed his action, The 
resolution requests the ratification of the 
treaty by the United States and in its pre- 
amble presents the arguments supporting 
Cuba’s claim to sovereignty over the Isle 
of Pines. Mr. Field is also chairman of 
the American Red Cross of Cuba, is treas- 
urer of the Anglo-Saxon hospital and a 
member of its executive committee. 

Other outstanding public services which 
were reported were performed by George 
E. Morgan of Indianapolis, president of the 
Indiana State Association of Certified Pub- 
lic Accountants, and by George B. Buist, 
of Fort Wayne, who were called upon ta 
take part in two state-wide movements, one 
for tax revision and economy organized by 
the Indiana state chamber of commerce, and 
the other for a new blue-sky law. Details 
are given elsewhere in this Bulletin. 

The National Vigilance Committee has 
asked for 500 copies of letter-bulletin 2 on 
The Crime Tendency. 

Copies of letter-bulletins 1 and 2, on Ar- 
bitration and The Crime Tendency respec- 
tively, are being sent by the committee to 
all certified public accountants who are not 
members of the Institute of whom the In- 
stitute has record, together with an offer 
by the committee to cooperate with any of 
those accountants who wish to engage in 
any of the activities suggested by the com- 
mittee. 
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P. M. MacCutcheon, an Institute member 
of Charleston, West Virginia, is interesting 
himself actively in the enactment of a com- 
mercial arbitration law in his state. He has 
secured a promise from one of the state 
legislators that he will offer the bill to the 
legislature at this session, and that it will be 
referred to the judiciary committee. Mr. 
MacCutcheon believes that there will be lit- 
tle or no opposition to the measure. 

Joseph Mayper, director of legislation of 
the Arbitration Society of America, writes: 
“We are delighted at the very effective co- 
operation of members of the Institute in 
connection with our legislative work.” 

The bureau of public affairs on February 
Sth sent eighty articles to as many news- 
papers in the twenty-six cities in which re- 
side the fifty-one new members and asso- 
ciates admitted to the Institute February 
Ist and the nine associates advanced to full 
membership. 

One thousand copies of letter-bulletin 1 
were sent to the Confectionery Arbitration 
System. 

Alexander Wall, secretary of the Robert 
Morris Associates, has notified the com- 
mittee that he is making special reference 
to letter-bulletin 2 in an early number of 
the bulletin of his organization. 

The committee’s exhibit, consisting of 
newspaper and magazine articles and other 
material, was displayed at a meeting of the 
Philadelphia chapter of the Pennsylvania 
Institute of Accountants held January 19th. 
This exhibit is available for display at 
meetings of Institute chapters and state so- 
cieties. 


Through the efforts of the committee, a 
speaker on commercial arbitration was pro- 
vided for the Youngstown Association of 
Credit Men. 

Fifty copies of letter-bulletin 2 were sup- 
plied for the use of the City Pastors’ Asso- 
ciation of Dallas, Texas. Members or as- 
sociates who wish supplies for ministers’ 
organizations may have them on request. 

More than one hundred newspaper clip- 
pings have been received of the announce- 
ment sent out relative to the results of the 
November certified public accountant ex- 
aminations conducted by states in eoopera- 
tion with the Institute. The following taken 
from The Spokesman-Review of Spokane, 
Washington, is typical of the items that ap- 
peared : 

“New York, Jan. 3—(By Associated Press.)—Less 
than one-third of the candidates who tried the 
examination November 13 and 14 for certified pub- 
lic accountant registration conducted in 29 states 
and the Territory of Hawaii succeeded in passing, 
according to the American Institute of Accountants, 
which prepared the examination. There were 509 
candidates, of whom 153 passed, 122 were con- 
ditioned, and 233 failed. The state boards of ac- 
countancy coOperate with the institute in conducting 
the examination. Papers are rated both by the 
Institute’s board of examiners and by the state 
boards. California was first with 40 successful can- 
didates, and Indiana second with 24.” 


Newspaper and magazine articles on vari- 
ous topics have been sent to Charleston, 
West Virginia; San Francisco, California ; 
Rochester, New York, and to Atlanta, 
Georgia. 

Subscriptions to the budget of the Com- 
mittee on Public Affairs total $22,530.50, 
of which $15,704.25 has been paid. 


STATE LEGISLATION 


Constitutionality of Restrictive Laws 


At the meeting of council of the Ameri- 
can Institute of Accountants on September 
15, 1924, a report of a special committee on 
restrictive legislation was received and the 
recommendations contained in it were 
adopted. In the report it was stated that 
in the opinion of the committee the princi- 
ple of restrictive legislation should receive 
the endorsement and approval of the Amer- 
ican Institute of Accountants, and that the 
committee on state legislation should be su 
advised and instructed to act accordingly. 

Following this reference the committee 
on state legislation requested the Institute’s 


counsel, J. Harry Covington, to render an 
opinion as to the probable constitutionality 
of restrictive legislation. This opinion has 
been received by the committee and is pub- 
lished herewith for information: 
Washington, D. C., 
January 26, 1925. 


MEMORANDUM ON CONSTITUTIONALITY OF 

LAWS PROHIBITING THE PRACTICE OF PUB- 

LIC ACCOUNTANCY BY PERSONS WHO HAVE 

NOT COMPLIED WITH THE REQUIREMENTS 
OF A STATE BOARD 


Various states have laws which provide for an 
examining board which may issue certificates show- 
ing that the holder is a certificate public accountant, 
and these laws are generally admitted to be a 
proper exercise of the police power of the states: 
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Lehmann v. State Board, 208 Ala. 185, 263 U. S. 
394, 94 So. 94; People v. Marlow, 203 N. Y. Sup. 
474; Henry v. State (Tex.), 260 S. W. 190; State v. 
De Verges (La.), 95 So. 805. 

The American Institute of Accountants wishes to 
secure the passage of legislation prohibiting the 
practice of public accountancy by persons who do 
not hold licenses issued by the state boards. Such 
a law enacted in Oklahoma has been declared un- 
constitutional by the supreme court of that state. 
A similar law in Maryland has not yet come before 
the courts. 

Our opinion has been requested as to the consti- 
tutionality of such legislation. 


General Consideration of Constitutional Questions 

A statute prohibiting the practice of public ac- 
countancy by unlicensed persons must be considered 
in the light both of the United States constitution 
and the constitution of the particular state in which 
the law is passed. A law offensive to either consti- 
tution would be invalid. The provision of the 
United States constitution usually cited in op- 
position to such a statute is the fourteenth amend- 
ment which provides in part as follows: 

“No state shall make or enforc: any law which 
shall abridge the privileges or immunities of citizens 
of the United States; nor shall any state deprive 
any person of life, liberty, or property, without due 
process of law; nor deny to any person within its 
jurisdiction the equal protection of the laws.” 

The state constitutions generally have provisions 
similar to the fourteenth amendment and there are 
often specific provisions which may be cited ar- 
gumentatively against a law of this sort. We have 
not studied the details of the forty-eight state con- 
stitutions in connection with this opinion. In gen- 
eral, however, the following arguments against con- 
stitutionality can be expected: 

1. That it deprives the unlicensed accountant 
of property, viz., the right to earn a livelihood. 

2. That it abridges the right of free contract on 
the part of the unlicensed accountant and on the 
part of the person who wishes to employ him. 

3. That it denies the unlicensed accountant the 
equal protection of the laws. 

4. That it creates a monopoly or grants exclu- 
sive rights. 

5. That it grants the examining board arbitrary 
power or legislative power as to making rules. 

If the laws are to be sustained the reasoning will 
probably be along the following lines: 

1. That these laws are a proper exercise of the 
police power of the state. 

2. That they are for the general benefit of the 
public of the state in preventing unskilled persons 
from holding themselves out to the public as ac- 
countants. 

3. That there is no delegation of legislative power 
but simply an authorization to the board to make 
reasonable regulations within limits set by the 
legislature. 

4. That no specific clause of the particular state 
constitution is violated. 

Analogy of Laws Regulating Various Occupations 
which Affect the Public Health and Safety 

Statutes prohibiting the practice of various profes- 
sions and occupations by persons not licensed by a 
state board after compliance with reasonable tests 
of fitness have been held constitutional on the 


ground that the right to earn a livelihood may be 
limited by a statute which is a reasonable exercise 
‘of the police power of a state. These cases include 
the following: architects, Klafter v. State Board of 
Examiners, 259 Ill. 15; barbers, State v. Zeno 
(Minn.), 81 N. W. 748; State v. Briggs (Oregon), 
77 Pac. 750; Cooper v. Rollins, 152 Ga. 588; den- 
tists, Douglas v. Noble, 261 U. S. 165: locomotive 
engineers Smith v. Alabama, 124 U. S. 465; motion- 
picture machine operators, State of Maryland, ex rel. 
Frank M. Elbert v. Daniel J. Loden, 83 Atl. 564 
(Md.); Pharmacists, State v. Heinemann, 80 Wis- 
consin 257; State v. Forcier (N. H.), 17 Atl. 577; 
Physicians, Watson v. Maryland, 218 U. S. 173; 
Rutz v. Michigan, 188 U. S. 506; Dent v. West 
Virginia, 129 U. S. 114; Plumbers, Singer v. State, 
72 Md. 464; Commonwealth v. Beaulieu, 213 Mass. 
142; Plumbers, (“master or employing plumber”) 
People Nechamcus v. Warden of City Prison (N. 
Y.) 27 L. R. A. 718. 

Opponents of the proposed accountancy laws will 
contend that these cases can be distinguished in 
that the professions and trades involved all were 
regulated for reasons relating to the public health 
and safety which do not apply in the case of ac- 
‘countancy. Probably the best answer to such an 
argument is simply to say that the same power 
which permits the state to safeguard the health of 
the public will also permit the safeguarding of the 
pocketbooks of the public. Thus, in the leading 
case of Dent v. West Virginia, 129 U. S. 114, in 
which the supreme court of the United States held 
that a state statute requiring physicians to procure 
fa certificate was not unconstitutional the reasons 
given appear to be broad enough to cover public 
accountancy. The court said: 

“« %* * * But there is no arbitrary deprivation 
of such right (to practise medicine) where its exer- 
cise is not permitted because of a failure to comply 
with conditions imposed by the State for the pro- 
tection of society. The power of the State to 
provide for the general welfare of its people author- 
izes it to prescribe all such regulations as in its 
judgment will secure or tend to secure them against 
the consequences of ignorance and incapacity | as er 
as of deception and fraud. * * * * * 
The nature and extent of the qualifications pte Me 
must depend primarily upon the judgment of the 
state as to their necessity. If they are appropriate 
to the calling or profession, and attainable by rea- 
sonable study or application, no objection to their 
validity can be raised because of their stringency 
or difficulty. It is only when they have no relation 
to such calling or profession, or are unattainable by 
such reasonable study and application, that they 
can operate to deprive one of his right to pursue 
a lawful vocation. 

“ * * * Everyone may have occasion to con- 
sult him, but comparatively few can judge of the 
qualifications of learning and skill which he posses- 
ses. Reliance must be placed upon the assurance 
given by his license, issued by an authority com- 
petent to judge in that respect, that he possesses 
the requisite qualifications. 

* * * * (Underscoring and _ parenthesis 
ours.) 

This decision was cited by the Louisiana court 
as applicable to public accountancy in Louisiana 
v. De Verges (La.), 95 So. 805. 
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Analogy of Cases Regulating the Practice of Law 

It has always been recognized that the practice 
of law might be regulated (except perhaps in In- 
diana which has a curious constitutional provision), 
and the constitutionality of the statutes making 
illegal practice a crime has been conclusively estab- 
lished. 

There are, of course, important differences be- 
tween the professions of law and accountancy, and 
in order to determine the weight of the cases re- 
gulating the practice of law we must examine these 
differences and their bearing upon the cases: 

The law is a very ancient profession; accountancy 
a young one, in America at least. Long before 
the enactment of the federal constitution or the 
state constitutions it was established that no one 
had an inherent right to practise law in court: 
46, In Re Mattox, 93 Md. 727; State v. Sullivan, 
35 Okla. 745. Since there was no inherent right 
to practise law in court, the various constitutional 
provisions protecting persons in inherent rights are 
not violated by any statute regulating the practise 
of law in courts. 


The lawyer is an officer of the court—Ex Parte 
Garland, 4 Wall. 333; Savings Bank v. Ward, 100 
U. S. 195, and it may be urged that the regulation 
of lawyers is simply incidental to the promulgation 
of rules by the court for its protection. 

The regulation of lawyers, however, is historically 
a legislative rather than a judicial power: Applica- 
tion of Cooper, 22 N. Y. 81; Cousins v. State, 50 
Ala. 113; Jones v. Page, 44 Ala. 657; Bradwell v. 
State, 16 Wall. 130. And lawyers are regulated not 
merely because they have always been and because 
they are court officers, but because the protection 
of the public demands such regulation: Lent v. 
Portland, 42 Ore. 488, 71 Pac. 645; People v. Taylor, 
56 Col. 441; People v. Alfani, 227 N. Y. 334, 125 
N. E. 671. Moreover, this regulation is not con- 
fined to practise before the courts but extends to 
the giving of professional advice: In re Duncan, 
83 S. C. 186; Savings Bank v. Ward, 100 U. S. 195; 
People v. Taylor, 56 Col. 441; People v. Alfani, 227 
N. Y. 334, 125 N. E. 671. 

There is a decided similarity between the profes- 
sions of law and accountancy. The good or ill 
performance of the duties incident to neither profes- 
sion has any relation to what is known in law as 
the “public health.” Both deal with property. 


The office lawyer and the accountant both give 
expert advice upon which business affairs are con- 
ducted. In questions of organization and reorgani- 
zation of corporations, creation of bond _ issues, 
bankruptcy, settlement of partnership accounts, ad- 
ministration of estates, etc., the accountant examines 
the figures involved and gives an expert opinion on 
the financial situation resulting therefrom, and the 
lawyer examines the facts, including perhaps the 
report of the accountant, examines the statutes 
and decisions, and gives an expert opinion on the 
legal questions involved. Both hold themselves out 
to the public as possessed of expert knowledge in 
their respective lines. Both are employed from 
time to time by different clients who must rely upon 
their skill and who may suffer great financial losses 
through lack of skill. 

Under present conditions in taxation, the profes- 
sion of accountancy has in another aspect come 
very close to the practice of law. Great numbers 
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of tax cases are presented before the bureau of in- 
ternal revenue, and even before the new board of 
tax appeals, by accountants without having any 
lawyer connected with the case. While lawyers may 
doubt the ability of any accountant lacking legal 
training to present competently a matter involving 
a question of statutory construction, the fact remains 
that such presentations are made, and the ability of 
the accountant to make such a presentation is 
recognized by the bureau of internal revenue and 
by the board of tax appeals. Thus, tax cases which 
are in effect litigation as important financially as 
cases in court are being entrusted to accountants 
by business men all over the country. 

It would seem therefore that the cases which 
allow the regulation of lawyers because of the neces- 
sity of protecting the public from bad advice are 
broad enough in principle to cover accountancy as 
well. 

Analogy of “Blue-Sky Laws” 

Statutes have been passed by many states requir- 
ing dealers in securities to obtain licenses which are 
issued by state boards upon satisfactory evidence 
of the good business repute of the applicants and 
‘their agents and which may be revoked on evidence 
of bad repute. The constitutionality of these laws 
was assailed on the ground that they were an illegal 
\control of a private business, but they have been 
sustained by the state courts and by the United 
States supreme court: Hall v. Geiger-Jones Co., 
242 U. S. 539, and other cases. 

It will be apparent of course that the police power 
of the state which was involved in these laws was 
concerned directly with the protection of the prop- 
erty of the people of the state. These laws had 
nothing to do with the public health. 

The cases have another important analogy in that 
in the Oklahoma accountancy case, which is here- 
after discussed, the point was made that accoun- 
tancy did not affect all the people of the state but 
only business men who went to accountants. Ob- 
viously, the sale of securities may affect no greater 
number or variety of people. The blue-sky laws 
were, nevertheless, sustained as being a reasonable 
exercise of the police power in the protection to the 
public. 


Question of Delegation of Arbitrary Power or 
Legislative Power 


In many cases involving the constitutionality of 
regulative laws of this sort the point has been urged 
that there is an illegal delegation of arbitrary power 
or of legislative power. Happily, the law on this 
‘point has become reasonably clarified by a line of 
cases, the most recent of which is Douglas v. Noble, 
261 U. S. 165, decided by the supreme court of the 
‘United States in 1923. 

That case involved a statute of the state of Wash- 
ington providing that only licensed persons should 
practise dentistry. It vested the authority to license 
in a board of examiners and required that persons 
desiring to practise should apply to that board and 
undergo examination before it. Every person of 
good moral character with a diploma from a reput- 
‘able dental college was declared eligible, and if he 
or she passed the examination, became entitled to 
a license. 

It was conceded that the legislature might, if 
consistent with the state constitution, confer upon 
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an administrative board the power to determine 
whether or not the applicant possessed the qualifica- 
tions which the legislature had declared to be nec- 
essary. But the argument was made that since 
the act did not state in terms what the scope and 
character of the examination should be, arbitrary 
power was conferred upon the board to grant or 
withhold licenses. It was pointed out that the 
statute did not in terms direct that the examination 
should relate to the applicant’s qualifications to 
practise dentistry; that it did not describe the 
subjects on which the applicant should be examined 
or whether proficiency should be determined by 
knowledge of theory or by requiring applicant to 
demonstrate skill with the tools and materials of 
the profession; that it did not provide whether the 
examination should be oral or written or what per- 
centages of correct answers should be required to 
pass the examination; and that it did not require 
the keeping of records of the proceedings which 
could be used for purposes of review. 

In spite of these objections the court held the 
statute constitutional. It was conceded by the court 
that if the statute had purported to confer ar- 
bitrary discretion to withhold a license or to impose 
conditions which had no relation to the applicant’s 
qualifications to practice dentistry, it would have 
violated the due process clause of the fourteenth 
amendment. The courts of Washington had held, 
however, that the statute was not to be considered 
an arbitrary one but that if there was an abuse of 
authority by the board the remedy was to review 
its conduct by some appropriate proceeding in court. 
The supreme court followed this construction of the 
state courts. 

The supreme court was further of opinion that 
the statute did not involve any illegal delegation 
of legislative power, the court saying: 

“The statute provides that the examination shall 
be before a board of practicing dentists; that the 
applicant must be a graduate of a reputable dental 
school; and that he must be of good moral charac- 
ter. Thus, the general standard of fitness and the 
character and scope of the examination are clearly 
indicated. Whether the applicant possesses the qual- 
ifications inherent in that standard is a question of 
fact. Compare Red “C” Oil Co. v. Board of Agri- 
culture, 222 U. S. 380, 394, 56 L. ed. 240, 245, 32 
Sup. Ct. Rep. 152. The decision of that fact in- 
volves ordinarily the determination of two sub- 
sidiary questions of fact. The first, what the know- 
ledge and skill are which fit one to practice the 
profession. The second, whether the applicant pos- 
sesses that knowledge and skill. The latter finding 
is necessarily an individual one. The former is 
ordinarily one of general application. Hence, it 
can be embodied in rules. The legislature itself 
may make this finding of the facts of general ap- 
plication, and, by embodying it in the statute, make 
it law. When it does so, the function of the exam- 
ining board is limited to determining whether the 
applicant complies with the requirements so de- 
clared. But the legislature need not make this gen- 
eral finding. To determine the subjects of which 
one must have knowledge in order to be fit to 
practise dentistry; the extent of knowledge in each 
subject; the degree of skill requisite; and the proce- 
dure to be followed in conducting the examination; 
—these are matters appropriately committeed to an 


administrative board. Mutual Film Corp. v. Indus- 
trial Commission, 236 U. S. 230, 245, 246, 59 L. ed. 
552, 560, 35 Sup. Ct. Rep. 387, Ann. Cas. 7916C, 
296. And a legislature may, consistently with the 
federal constitution, delegate to such board the func- 
tion of determining these things, as well as the 
function of determining whether the applicant com- 
plies with the detailed standard of fitness. Reetz v. 
Michigan, 188 U. S. 505, 47 L. ed. 563, 23 Sup. 
Ct. Rep. 390. That the scope of the discretion here 
granted to the examining board was well within the 
limits allowed by the federal constitution, and that 
it is not to be presumed that powers conferred 
upon the administrative boards will be exercised 
arbitrarily, are settled by New York ex rel. Lieber- 
man v. Van de Carr, 199 U. S. 552, 50 L. ed. 305, 
26 Sup. Ct. Rep. 144.” 

We do not see anything in the statutes which have 
already been passed, or the proposed statutes pro- 
hibiting the practising by unlicensed accountants, 
which is in conflict with the constitutional rules 
as to the delegation of power laid down by the 
United States supreme court in this case. If model 
legislation is to be prepared it should be studied 
with a view to this question. However, in the 
absence of some specific prohibitory provision in 
some state constitution, we can be sure that even 
if some laws may be declared unconstitutional as 
a delegation of arbitrary power, it is possible to 
draw a law which will not be declared unconsti- 
tutional on that ground and experience will show 
the way to do it. 


Consideration of Oklahoma Case 


The supreme court of Oklahoma, in the case of 
State v. Riedell, recently decided that a law of that 
state was unconstitutional which provided that it 
was unlawful for anyone not a holder of a cer- 
tificate to engage in the practice of accountancy 
for compensation or to hold himself out as a public 
expert accountant or auditor. The court discussed 
cases which had been presented in argument up- 
holding various laws preventing the unlicensed 
practice of medicine, dentistry, etc., and stated that 
all of these professions affected the people of the 
state generally while the profession of accountancy 
touched a particular class only, that is people eng- 
aged in business enterprises requiring the services 
of accountants. The court said further that ac- 
countancy was an exact science, the argument being 
that the client did not have to rely on the expert 
skill of the accountant but could himself prove 
the correctness or incorrectess of the accountant’s 
statements. The court held that the case did not 
fall within the police power of the state and that 
the law was unconstitutional in that it made un- 
licensed accountants seek other employment outside 
of their profession and in that persons desiring the 
services of accountants were limited to the licensed 
list. 

It seems to us that the logic of this case is 
faulty. Broadly speaking, all the people of the state 
are engaged in the occupation of making money or 
conserving money if they already have it. It seems 
to us that the accountant who holds himself out as 
a public accountant touches and affects all of the 
people of the state just as much as a person who 
holds himself out to be a public doctor. True, 
comparatively few people of the state may go to 
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the accountant, but few may go to the particular 
doctor. Some lucky people may never have to go 
to any doctor. The fact is, however, that everyone 
wishes to conserve his fortune in the same way 
that he wishes to conserve his health, and everyone 
having sufficient knowledge would go to an accoun- 
tant as to a doctor if occasion arose. 


As to accountancy being an exact science, this 
statement of the court simply is not in accordance 
with the facts. While the figures shown by the 
books examined may be exact, the conclusions 
drawn therefrom certainly call for expert opinion, 
as to which skilled accountants may differ in the 
same way that doctors may differ on a diagnosis 
or lawyers may differ in their opinion on a case. 

In the New York and Louisiana cases, while the 
courts expressly confined the scope of the decisions 
to the laws which were before them and which 
dealt only with the use of the words “certified pub- 
lic accountant,” the courts clearly expressed the 
view that accountancy is a difficult science and that 
‘its regulation is for the general benefit of the public. 

“(The statute) is legislation ‘in the public interest 
and for the general welfare’ and the legislature 
unquestionably had and has the power to regulate 
the highly skilled and technical profession of public 
accountant in the measure which it did. * * * * 
The statute affecting certified public accountants in 
this state was enacted, not alone to prevent fraud, 
but as well to assure the public that persons prac- 
ticing public accountancy as experts, certified as 
such, have met our standards of qualifications and 
tests, fixed by law, or in accordance with the rules 
and regulations authorized thereunder.” People v. 
Marlow, 203 N. Y. Sup. 434. 


“It is true that neither morals, health, nor safety 
of anyone is jeopardized by the practice of this 
profession, however incompetent a person may be, 
but the power of the state in matters of this sort 
is not confined to professions involving such conse- 
quences. It may also act whenever the general 
welfare requires to protect the public in the skilled 
trades and professions against ignorance, incom- 
petence, and fraud.” (Then followed a long quota- 
tion from Dent v. West Virginia, 129 U. S. 114). 
“We think, therefore, that the Legislature, in the 
public interest and for the general welfare, unques- 
tionably had and has the power to regulate the 
highly skilled and technical profession of public 
accounting in the measure which it did.” State v. 
De Verges, (La.) 95 So. 805. 


Question of Specific State Constitutions 


_ We do not conceive that a detailed study of each 
of the forty-eight state constitutions is necessary 
in this opinion, since the question before the In- 
stitute is whether it is worth while to go ahead in 
the effort to secure further regulatory legislation 
generally throughout the United States. 


If any state constitution expressly stated, “There 
shall be no regulation of the profession of accoun- 
tancy,” that would of course be conclusive. There 
may be language in some constitutions not so 
specific as this but which may cause trouble. We 
believe, however, that broadly speaking we have 
covered the possibilities of the state constitutions 
as well as of the United States constitution. 
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Conclusion 


From the foregoing we are of opinion that the 
practice of public accountancy is one which affects 
the people of the state generally and it may be 
regulated in a reasonable way in proper exercise of 
the police power of the state without violation of 
the federal constitution or of the state constitutions 
(unless some state constitutions have unusual pro- 
visions which have not come to our attention). We 
believe that a law prohibiting the practice of public 
accountancy by persons not licensed by a state 
board as a result of the compliance with reasonable 
requirements is constitutional. 

Care should be taken in the preparation of such 
laws that the prohibition should apply only to the 
public practice of accountancy. Such a law could 
prohibit the use of the words “certified public ac- 
countant” or even “accountant” on the stationery 
of an unlicensed person or on the door of his office 
or the holding out to the public that he is a cer- 
tified public accountant or even an accountant, or 
the giving of an opinion in writing certifying as to 
any accounting matters and purporting to be made 
by a certified public accountant or by an ac- 
countant. But the law should not be broad enough 
to forbid the private employment of any individual 
by another individual to do bookkeeping, give fi- 
nancial advice, or do anything else that is done 
by accountants. In that respect we believe that 
some of the provisions of the proposed New York 
law are too broad. The law should be kept within 
public bounds. 


The foregoing is our opinion as a logical deduc- 
tion from the decisions of the courts. As a prac- 
tical matter it must be recognized that one state 
has already declared such a law unconstitutional, 
and it is quite possible that some other states will 
take the same view. We believe, however, if the 
laws are drawn along the lines that we have in- 
dicated most of the states will hold them consti- 
tutional. 


We are confident that they will be held consti- 
tutional by the United States supreme court follow- 
ing the principles of the Dent and Douglas cases. 


COVINGTON, BURLING & RUBLEE. 


J. Harry Covington. 
Spencer Gordon. 


California 


A legislative committee consisting of N. 
L. McLaren, Jr., C. P. Carruthers, M. 
Cerf, George E. H. Satchell and A. V. 
Travis has had the proposed California ac- 
countancy act under consideration and has 
reported back amendments to the act of 
1901 as a substitute for the new account- 
ancy bill. The report of the committee 
was adopted without a dessenting voice. 

The outstanding changes are that the re- 
strictive features have been completely re- 
moved from the bill and that only the resi- 
dent partners of firms doing business in 
California are compelled to hold California 
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certificates in order to designate the firm as 
“certified public accountants.” 

The legislation committee was continued 
with instructions to get in touch with the 
Oregon, Washington, Idaho and Nevada, 
and possibly Utah, Arizona and New Mex- 
ico accountants for the purpose of insti- 
tuting uniform C. P. A. legislation. 


Amendments Proposed 


Amendments to accountancy legislation 
are proposed and have been introduced in 
some states, but at the time of going to press 
none of these suggested measures has been 
enacted. In some cases the proposals are 
unimportant and are largely concerned with 
changes in phraseology. There is always 
the possibility, however, that amending bills 
when referred to committees will be sub- 
stantially altered and the Institute is watch- 
ing carefully the progress of all such pro- 
posals. As advice is received of the intro- 
duction or the proposal to introduce 
amending bills, accountants in the states 
concerned are notified by telegraph. 


Amendments or new legislation adopted 
dealing with accountancy will appear after 
enactment in the Bulletin of the Institute. 


New York 


One of the most important developments 
in the attempt to bring about more complete 
regulation of the profession is the bill to 
be introduced in the legislature of New 
York. This bill has been drafted by the 
New York State Society of Certified Pub- 


lic Accountants with the advice of the state 
board of regents. It is supported by many 
accountants both in and out of the state 
society. It will be remembered that a sim- 
ilar bill introduced in the legislature last 
winter was vetoed by Governor Smith. The 
proponents of the present bill are hoping 
that the governor will approve the new 
measure as attempts have been made to 
avoid the objections which were raised by 
the governor against the original bill. 


North Carolina 


The accountants of North Carolina have 
prepared a new C. P. A. bill which is de- 
signed to strengthen the profession in that 
state. The bill is supported by the North 
Carolina Association of Certified Public 
Accountants. 


South Dakota 


In the annual report of J. E. Truran, ex- 
ecutive accountant of South Dakota, who 
is secretary of the state board of account- 
ancy, the following paragraph occurs: 


“The members of the state board of accountants 
consisting of the bank examiner, the insurance com- 
missioner and executive accountant are anxious to 
be relieved of the duties prescribed by the C. P. A. 
law and it is hoped that the next legislature will 
provide that the board be composed of men who 
have earned the title of C. P. A. under the laws of 
this state.” 


In view of the foregoing comment prep- 
arations are being made for the introduc- 
tion of an amending bill in the state ot 
South Dakota. 


STATE BOARDS OF ACCOUNTANCY 


Nebraska 


The following have been appointed to the 
state board of accountancy of Nebraska: 
chairman, John M. Gilchrist; secretary- 
treasurer, H. C. Moeller; George Marsh. 
H. C. Moeller and George Marsh are re- 
appointments in different official capacities. 


New York 


Following is a list of persons to whom 
C. P. A. certificates have been issued by 
the board of regents: David Berk, Daniel 
Vincent Duff, Alexander L. Eolis, Edward 
J. Fries, Charles Ludwig Holschuh, Charles 
Lipkin, Morris Metz, Carl Mur, Samuel 


Pomeranz, Henry Schimel, Louis H. Segal, 
Joseph Siegel, Morris D. Silverman. The 
following have received reciprocal certifi- 
cates: Forbes Dunderdale, Charles Hay 
Hubbell, Clarkson E. Lord, Martin C. Rug- 
gaber, James Jasper Smith, James T. Swan. 


Texas 


Following a meeting of members of the 
Texas state board of public accountants on 
December 30, 1924, it was announced that 
21 persons had been granted C. P. A. cer- 
tificates as a result of the November, 1924, 
examinations. In addition, six reciprocal 
certificates were issued. 
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NEWS OF LOCAL SOCIETIES 


Illinois Society of Certified Public 
Accountants 


The Illinois Society of Certified Public 
Accountants, through its committee on pub- 
lic affairs, has prepared a booklet contain- 
ing a list of individual practitioners and 
firms in Illinois represented by membership 
in that society. The booklet has been dis- 
tributed to the members of the Robert Mor- 
ris Associates and to officers of the state 
and national banks in Illinois. George E. 
Frazer is president of the Illinois society; 
John A. Stolp, vice-president; and C. E. 
Jarchow, secretary-treasurer. 

A foreword addressed “To the Banker” 
reads : 


Now is the time to urge your clients to formulate 
plans for the future. 

Besides taking an inventory of stock on hand, a 
survey of the economic position is necessary; plans 
for expansion of business, necessitating changes in 
the factory or possibly in the management, should 
also be contemplated. Reduction in costs and eli- 
mination of waste should be considered. Income-tax 
returns and the financial statements and_ reports 
require to be prepared and certified for credit pur- 
poses. Systems for the general and factory account- 
ing may have to be installed or modified to meet 
current requirements. 

The certified public accountant, by reason of his 
experience and training, is peculiarly fitted to advise 
the banker or financier, the manufacturer, merchant 
or jobber in any or all of these matters. 


The booklet is creditable both typographi- 
cally and in its arrangement of information. 


Society of Louisiana 
Certified Public Accountants 


The programme for the quarterly meet- 
ing of the Society of Louisiana Certified 
Public Accountants scheduled for Febru- 
ary 12th included an address of welcome by 
Emile Bienvenu, a paper on sugar account- 
ing, by R. J. LeGardeur, and an address by 
Arthur A. Moreno on the attorney and the 
certified public accountant. Discussions 
were to follow both papers. 


Massachusetts Society of 
Certified Public Accountants 


A meeting of the Massachusetts Society 
of Certified Public Accountants was held 
on January 27th. The principal speaker 
was Alexander Wall, secretary of the Rob- 
ert Morris Associates, whose subject was 
accountants reports—how to make them 
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more interesting and valuable—with special 
reference to the use of indexes, ratios, etc. 

Mr. Wall outlined the work undertaken 
by the Robert Morris Associates in their 
efforts to examine and classify balance- 
sheets in many departments of business 
with the object of establishing reasonably 
standard ratios of assets and liabilities. He 
emphasized the point that the ratio of cur- 
rent assets to current liabilities as the sole 
basis for extending credit was neither fair 
to the bank nor to the borrower since too 
many other factors entered into the problem. 
In his opinion, these factors could well be 
grouped under three heads: (1) financial; 
(2) the human factor; (3) the general bal- 
ance of business. He weighted these three 
factors on the basis of approximately 40, 
40 and 20 respectively. 


Minnesota Chapter 


The most important action taken by the 
Minnesota chapter of the American Insti- 
tute in recent months has been a mail vote 
for the purpose of recommending someone 
for appointment on the state board of ac- 
countancy to succeed Herbert M. Temple, 
whose term expired December 31, 1924. 
After suggested nominations had been sub- 
mitted to the members of the chapter, the 
name of A. F. Wagner received the great- 
est number of votes and he was accordingly 
recommended. No action has yet been 
taken by the governor in regard to the ap- 
pointment to the state board. This is said 
to be due to the fact that a rearrangement 
of various state departments is now under 
way. 


Missouri Society of Certified Public 
Accountants 


A joint meeting of the St. Louis chapters 
of the Missouri Society of Certified Public 
Accountants and the American Institute 
was held at the City club of St. Louis Jan- 
uary 8, 1925. This meeting had been post- 
poned from January 2nd. 

Following the usual custom, dinner was 
served prior to the meeting. The meeting 
was called to order at 7:30 p. m., when ap- 
proximately fifty members were present. 
David L. Grey addressed the meeting on 
the certification of statements giving effect 
to refinancing—(a) from the accountants’ 
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viewpoint; (b) from the investment brok- 
ers’ viewpoint. 

Mr. Grey explained how necessary it is 
for the accountant to exercise the greatest 
care in certifying a balance-sheet giving 
effect to refinancing and also in certifying 
statements of earnings for a period of 
years. It was pointed out that work of this 
nature has usually to be performed in a 
limited time and that, in addition to the 
work of ascertaining the correctness of the 
figures, it is necessary to watch the uses 
made of these figures in the prospectus pre- 
pared by brokers and bankers. Naturally 
the latter are exceedingly anxious to pre- 
sent the figures in the best light possible. 
and great care must be taken to guard 
against the presentation of figures in a man- 
ner which may be misleading to the invest- 
ing public. 

Attention was also called to the fact that 
the accountant did not shirk his responsi- 
bility by stating that his “figures were ob- 
tained from sources which he believed to 
be reliable but did not guarantee,” a prac- 
tice universally followed by all investment 
brokers and bankers. Consequently the ac- 
ocuntant could not afford to allow himself to 
be rushed or jockeyed into a position which 
his later and calmer judgment would un- 
doubtedly show him to be wrong or, at best, 
misleading. 

Mr. Grey had four main points, as fol- 
lows: the time at the disposal of the ac- 
countant; the effect of the refinancing 
where there was: (a) a definite contract 
for the application of the new funds, (b) 
no contract, other than an implied contract ; 
material changes in the company’s finances 
between the date of the examination of the 
accounts to which the accountant certified 
and the issue of the prospectus: e. g., pay- 
ment of dividends, accidents (fires, etc.), 
lawsuits for patent infringements, and the 
like; the character of the business, whether 
or not its finances were susceptible to vio- 
lent fluctuation; and the character and the 
standing of the brokers and bankers inter- 
ested in the matter. 


A lively discussion ensued. Many of the 
leading accountants in the city were present 
and took an active part in the discussion. 
The subject is one in which the older prac- 
titioners are much interested. As regards 
the certification of profits, it was clearly 
shown that an accountant should never cer- 


tify any figure which was represented as rep- 
resenting the average earnings over a period. 
It was pointed out that in such a manner 
violent fluctuations in profits and also losses 
could be covered and, as a result, a totally 
wrong impression of the recent earning 
powers of the company would be obtained. 
It was agreed that extreme care should be 
taken to see that the earnings stated should 
be clearly divided into two sections—(a) 
those the result of the legitimate operations 
of the business, and (b) those of an ex- 
traneous nature, such as interest from in- 
vestments, profits or loss from speculation 
in stock deals. In other words, the idea 
should always be kept in mind that only the 
operating results from the business proper 
should appear in the prospectus and that 
these results should not be confused by 
bringing in income which might be of a 
purely temporary nature. 

The meeting of the Missouri legislature 
takes place this year and there are rumors 
that efforts might be made to alter the cer- 
tified public accountant law of the state. 
The matter was discussed fully at this 
meeting and the members were unanimous 
that it was essential to uphold the present 
law. 

The luncheons held once a week by the 
Kansas City chapter of the Missouri Soci- 
ety of Certified Public Accountants are 
usually well attended, but during the pres- 
sure of the first three months of the year 
the attendance naturally declines somewhat. 

The subject of relations between bankers 
and accountants has been under discussion 
and an effort is to be made to bring the 
value of accountants’ services to the atten- 
tion of bankers by the appointment of a 
committee to prepare and issue monthly 
bulletins. Two bulletins were issued re- 
cently and the effort was then allowed to 
lapse. It is, however, to be reconsidered 
with the idea of assuring the publication of 
twelve bulletins during the next year. A!l 
bulletins are to be submitted to the chapter 
for approval before beginning the campaign. 


New York State Society of Certified 
Public Accountants 


Notwithstanding the accountants’ busy 
season which characterizes the first months 
of the calendar year, discussion of taxation 
was the cause of record attendance at the 
January and February meetings of the New 
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York State Society of Certified Public Ac- 
countants. At the overflow meeting (254) 
held January 12, 1925, addresses were made 
on income tax procedure for 1925, federal 
and state, by Herman M. Stein, Joseph J. 
Klein and Robert H. Montgomery. The 
discussion was under the direction of the 
society’s special committee on federal and 
state income tax, Orrin R. Judd, chairman. 

At the demand of members for a second 
meeting on taxation, two addresses were 
delivered at the regular monthly meeting of 
the society, February 9, 1925. Robert H 
Montgomery spoke on income tax procedure 
and Harold Dudley Greeley addressed the 
meeting on inheritance taxation of today. 
This meeting was under the joint direction 
of the committee on federal and state in- 
come tax and the committee on taxation, 
Isidor Sack, chairman. 

The board of directors of the society 
elected, on February 5, 1925, seven mem- 
bers and one junior member, bringing the 
total membership of the society to 849, con- 
sisting of 829 members and 20 junior mem- 
bers, in addition to two honorary members. 

During the past month the society sus- 
tained the loss of an honorary member, Jo- 
seph French Johnson, dean of the school of 
commerce, accounts and finance of New 
York university and president of the Alex- 
ander Hamilton institute, who died sudden- 
ly January 22, 1925; and the loss of a mem- 
ber, Hermann C. Maass, continuously a 
— since 1901, who died January 25, 

2 

The society has issued a directory of 
holders of the New York state certified 
public accountant certificates, containing the 
names and certificate numbers of all who 
had received the New York certificate up 
to December 31, 1924. 


The society recently published in pam- 
phlet form the address of Walter E. Sachs, 
delivered at the all-day-and-evening con- 
ference of the society, October 15, 1924, on 
importance of the verification of inventories 
in connection with frauds. Distribution 
through members has been well received. 

The board of directors, at its meeting, 
February 5, 1925, chartered a chapter of the 
society to be operated at Buffalo, to be 
known as the “Buffalo chapter of the New 


York State Society of Certified Public Ac- 
countants.” 
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Oregon State Society of Certified 
Public Accountants 


The regular monthly meeting of the Ore- 
gon State Society was held January 30th. 
Resolutions were adopted, favoring the 
principle of arbitration of commercial dis- 
putes and requesting the Portland chamber 
of commerce to exercise its influence to ob- 
tain the passage of the arbitration bill which 
is before the legislature. 

After consideration of the proposal to 
introduce new C. P. A. legislation, it was 
resolved that no effort be made this year to 
obtain amendment of existing laws. A bill 
which had been introduced without the 
knowledge of the state society has been the 
subject of protest by the committee on state 
legislation of the American Institute and 
by the state society. 


Pennsylvania Institute of Certified 
Public Accountants 


At a meeting of the Pennsylvania Insti- 
tute of Certified Public Accountants on 
January 19th, John B. Niven, president of 
the American Institute of Accountants, was 
the guest of honor. John R. Lynn, presi- 
dent of the Pennsylvania Institute, wel- 
comed Mr. Niven and then presented 
George Wilkinson, who gave a review of 
the progress of the accounting profession 
in America. 

Mr. Wilkinson recited the activities and 
difficulties of a few members who aided in 
establishing the several associations in early 
days. He mentioned the active part taken 
by Mr. Niven at the St. Louis convention 
in 1904. 

Mr. Niven reviewed the activities and ac- 
complishments of the Institute, dealing es- 
pecially with the labors of the board of ex- 
aminers of which he had been chairman 
for several years before his election to the 
presidency. 


A general discussion followed. 


Providence Accountants’ Club 


At a meeting of the Accountants’ Club of 
Providence held January 30th, F. H. Hurd- 
man addressed the members on the subject 
of no-par-value stock. His remarks were 
followed by general discussion. 
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Texas Society of Certified Public 
Accountants 


The Texas Society of Certified Public 
Accountants issues from time to time bul- 
letins dealing with professional affairs and 
distributes them for the information of the 
general public. Bulletin No. 3 contains a 
review of the annual meeting of the society 
and summaries of addresses delivered on 
that occasion by H. C. Burke on the subject, 
“Extending credit based upon financial 
statements,” and by C. H. Sinex on “The 
value of certified statements to a building 
and loan association in assisting sales.” 
The pamphlet also contains the reports of 
the president and secretary. 

A pamphlet entitled The Texas Law has 
also been issued by the society. It contains 
a brief history of the profession, a syllabus 
of the state law and the following com- 
ment, entitled “Concerning lawful author- 
ity,” which is of interest to accountants 
everywhere: 


“All of the states of the American union and the 
District of Columbia, as we have seen, recognizing 
the high importance of this indispensable service 
and its technical character, have created boards of 
public accountancy and have made them to operate 
as the agencies through which the professional status 
may be determined and by which necessary stand- 
ards may be set up and maintained. This is a 
measure of regulation and, as with other professions, 
its object is to protect the public from the ignorant 
and unskilled. The state board of public accoun- 
tancy of Texas, acting under the provisions of the 
law, examines all eligible persons applying to it 
and accredits those only who are found to meet the 
prescribed requirements of technical knowledge and 
skill. No other body, officer or agency, public or 
private, may, within this state or elsewhere, law- 
fully undertake to examine persons for the degree 
of certified public accountant or issue certificates or 
other credentials entitling the holders to practise as 
certified public accountants in this state. 

“A certified public accountant, then, may be 
defined, as a professional accountant, who, holding 
himself out to the public as an expert, has sub- 


mitted that an authorized function of government, 
after due examination, may say whether or not he 
is what he represents himself to be. A certified 
public accountant is, moreover, one having respon- 
sibility for good conduct and honest service definitely 
fixed upon him by the provisions of the same law 
under which he receives his certificate. 

“The title, lawfully acquired, is an honorable one, 
and because it is so, just men seek it at no limit 
of study and preparation; and because it is‘ so, 
‘other men, coveting it but unwilling or unable to 
undergo examination, undertake to disregard the law 
and assume the title without lawful authority, or 
to circumvent the law by claiming the title under 
spurious credentials issued by organizations having 
for that purpose no competent authority whatever. 
The law takes its course and eventually disposes of 
these impostures by its penal provisions. But in the 
meantime and in order to minimize the fraud, the 
reputable profession feels itself called upon to point 
out the genuine as distinguished from the counter- 
feit. ‘Therefore be it said: there are no certified 
public accountants in Texas or elsewhere other than 
those so designated under the law of the land.” 


National Association of Cost 
Accountants 


In Bulletin, series B, No. 9, published 
January 15, 1925, it was stated that the 
annual meeting of the National Association 
of Cost Accountants for 1925 would be 
held in September. This statement is in- 
correct, as the time of annual meetings has 
been changed from September to June. 
The meeting will be held at the Statler Ho- 
tel, Detroit, Michigan, June 15-18, 1925. 
Complete details will be ready for distribu- 
tion about May ist. The headquarters of 
the organization are at 130 West 42nd 
Street. Among the subjects to be discussed 
at the annual meeting will be inventory 
control, administration and selling costs, 
standard costs and variations, and debatable 
points in cost-accounting practice. 

An eastern regional conference of the 
National Association of Cost Accountants 
will be held at the Hotel Commodore, New 
York, February 20th and 21st. 


SPEECH REVIEWS 


The following summaries of addresses 
delivered and articles written by account- 
ants are prepared from copies supplied to 
the Institute. Readers of the Bulletin who 
have recently spoken before groups of 
business men or other organizations or have 
written articles for publication are invited 
to supply copies of their speeches and 
writings so that summaries of them may 
be given in this publication. 
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WILLIAM DOLGE—“THE BROADENING 
FIELD OF ACCOUNTANCY” 


Address before the Accountants’ Asso- 
ciation of Sacramento, January 22, 1925. 


Mr. Dolge commented on the fact that Sacra- 
mento was the first city of the United States to 
form an accountants’ association which includes in 
its membership not only certified public accountants 
but governmental specialists in budgets, finance, in- 
surance, education and highway construction as well 
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as municipal specialists, comptrollers, auditors and 
their associates and auditors, chief accountants and 
bookkeepers of commercial undertakings. Account- 
ing developed as the handmaiden of commerce and 
trade and so it was natural, according to Mr. Dolge, 
that the greatest practical advances should first have 
been made in England where industry was encour- 
aged from the time when Edward IV imported 
weavers from Flanders and where the factory sys- 
tem followed hard upon the trade expansion brought 
about by England’s discovery, appropriation, ex- 
ploitation and development of new territories. It 
is equally natural that the art of accounting and 
the formulation of the scientific principles under- 
lying it should receive even greater impetus and 
appreciation in the United States than in the 
nursery of the profession, Scotland and England. 
The certified public accountant of 1925, Mr. Dolge 
pointed out, should be a business counsellor in the 
broadest sense of that term, or a specialist in one of 
the many departments that accountancy claims for 
its own, such as costs, corporations, income tax, 
inheritance tax, estate, investment, banking, insur- 
ance, governmental and municipal accounting. Ac- 
countancy has become the profession of business. 
The practising accountant in 1910 found himself 
suddenly confronted with the demand that he 
formulate a classification of accounts for railroads 
and other public utilities. The great awakening 
to the uses of accounting in governmental affairs 
had come and laws were adopted providing uniform 
methods of accounting for state institutions, for 
budgets and for counties and municipalities. The 
income-tax law was another stimulus to accounting 
and the laws regulating corporations were men- 
tioned as bringing about a call for additional ac- 
counting service. Mr. Dolge presented some of the 
ideals of the accounting profession and said that he 
believes that thousands are striving to attain these 
ideals. 


EDWARD E. GORE—‘ACCOUNTING FOR 


PUBLIC FUNDS” 


Address delivered before the Illinois 
Municipal League, October 16, 1924. 


Mr. Gore opened his address by referring to 
Grover Cleveland’s famous announcement that “a 
public office is a public trust.” Mr. Gore suggested 
that someone should say now that public funds are 
trust funds. Public funds arising from taxation, 
from licensing, and from other sources of revenue 
have long been looked upon by men in public office 
and by a large part of the public itself as nobody’s 
money. From this point of view have grown waste 
and extravagance that would not be tolerated in 
private business. Much of this waste may be at- 
tributed, according to Mr. Gore, to the failure of 
communities to provide themselves with proper ac- 
counting systems. He pointed out that in many 
states the only record kept of receipts and disburse- 
ments is a small shabby book which is frequently 
not seen by any officer other than the one in charge. 
The public is rapidly coming to understand that 
the government is a business and that, if it is to be 
successful, business principles must prevail. Mr. 
Gore advocated the preparation of a budget by 
communities as the first step in the right direction. 
Books of account should be set up with the prop- 
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erty owned by the municipality set at its fair valu- 
ation. Accounts with debtors and creditors should 
also be set up. Mr. Gore went into the subject of 
marketing bonds of cities and how this is expedited 
by the keeping of proper accounts. He touched 
also on the possibility of legislation which will 
definitely settle all questions as to the records to 
be kept. Laws which will take care decently of 
the needs of the various communities are also need- 
ed, according to Mr. Gore. The application of good 
business principles to government will result in the 
reduction of taxation. 


EDWARD E. GORE—“THE CRIME 
TENDENCY” 


Address delivered before the Baltimore 


Association of Commerce, December 11, 
1924. 


The speaker asserted that all crimes are a tax 
on business no matter whether they take the form 
of embezzlements and forgeries or are house burg- 
laries or hold-ups. He analysed the underlying 
causes of crimes, especially embezzlements, and laid 
emphasis on the fact that the element of oppor- 
tunity is chiefly responsible for this crime. In 
thousands of cases it has been shown that the 
embezzlement came from the realization on the part 
of the embezzler that the commission of the crime 
would be comparatively easy. Embezzlements are 
always committed by men in positions of trust. It 
is fair to say that before the embezzlement, in prac- 
tically every case, the embezzler is an honest man. 
Mr. Gore pointed to the insentives that lead to 
crimes and named as the chief ones, the ease with 
which a crime may be committed, the possibility 
of its being hidden, and pressure from outside 
sources for the use of funds greater in amount than 
the personal resources of the embezzler will supply. 
He said that today’s mode of life encourages ex- 
travagance and then referred to the liberal terms of 
payment which have made it possible for men of 
limited income to indulge in extravagant prac- 
tices. One way of preventing embezzlements, ac- 
cording to the speaker, is to be found in obtaining 
information as to the habits, pleasures, practices 
and manner of living of the embezzler. Mr. Gore 
pointed out that the question of the ways by 
which crime may be eliminated is not to be an- 
swered off-hand. If it could be so answered, the 
crime problem would disappear. He made the 
point, however, that much can be done to minimize 
crime by removing temptation, by denying oppor- 
tunity and by closing the field to the potential em- 
bezzler, forger or credit crook. He advocated the 
organization of legitimate business against those 
with whom crime has become a steady occupation. 


J. HUGH JACKSON—“ACCOUNTING AS AN 
AID TO THE BUSINESS EXECUTIVE” 


Delivered before the eleventh annual con- 
vention, Insecticide & Disinfectant Manu- 
facturers’ Association, New York, Decem- 
ber 16, 1924. 

Professor Jackson made the point in this address 
that it is the man with vision and imagination who 
succeeds because he so marshals his forces that 
success is his before the battles begin. He de- 


scribed accounting as a militant science, which, if 
it remains passive, must die. It is often destructive 
in its work, tearing down and weeding out ineffi- 
cient methods, unscientific and dishonest practices, 
later to rebuild where it has destroyed. The new 
structure must be so put together that it can never 
again be successfully attacked. The speaker de- 
scribed accounting as a tool which when properly 
designed and in the hands of a competent workman, 
will give a product of real value. Accounting sys- 
tems are no longer ends in themselves. The pros- 
perity of a business will be determined largely by 
the ability of those in charge to analyze and solve 
the problems which confront their particular under- 
taking and the industry as a whole. An accountant 
in tackling the problem as to the kind of information 
which will be of greatest value to a business, must 
know the problems which confront that business 
from within and without. The speaker cited an 
instance of one accountant who spent three weeks 
in the office of the president of a corporation, 
listening to dictation and interviews and attending 
meetings of the directors, in order to obtain inform- 
ation concerning the problems facing the industry 
in this particular business. He was able to devise 
a system which called for only seventeen reports to 
be made each month to the executives in place of 
one hundred seventy-eight reports then being re- 
ceived monthly by the management. 


CADDIE H. KINNARD—“THE REVENUE ACT 
OF 1924 AS COMPARED WITH THE 
REVENUE ACT OF 1921” 


Delivered before the Rotary Club of EI- 
dorado, Arkansas, November 26, 1924. 

Mr. Kinnard outlined briefly the history of in- 
come taxation, pointing out that the national gov- 
ernment imposed income taxes during the Civil 
War, when they were considered indirect in their 
nature and consequently beyond the constitutional 
prohibition; how one was imposed in 1894, but 
was declared unconstitutional when tested a year 
later. The addition of the sixteenth amendment to 
the federal constitution in 1913 made income taxa- 
tion possible. Mr. Kinnard reviewed the exemp- 
tions on the part of individuals contained in both 
acts, discussed the question of when a return is 
required, the rates of taxation, the definition of 
fiscal years given in both acts, the definition of 
earned income and of capital gains and losses, and 
the application of the acts to corporations. 


WALTER F. VIEH—“PRICING THE 
INVENTORY” 


Paper presented at December meeting of 
Cleveland chapter, National Association of 
Cost Accountants. 


Mr. Vieh stated that his paper would deal with 
the principles according to which prices should be 
determined and the method of handling, for book 
and statement purposes, the “write-downs” which 
may be made necessary by expected declines in 
replacement or production costs. He stated that 
there is perhaps no more important item in the 
balance sheet than the inventory. It receives para- 
mount consideration from the banker, from the 
credit-man, from the alert executive and even in 
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some cases from the investor. There are not many 
problems as to the quantities contained in in- 
ventories, the speaker stated. Except in cases of 
fraud, quantities are usually accurately reported. 
The problems as to prices, however, are numerous. 
The effect, upon profits, of a large inventory valu- 
ation as compared with a smaller valuation is well 
understood in business circles. Recourse is usually 
had to the adjustment of values when it seems 
necessary or advisable to alter somewhat the profits 
or losses from a period’s operations. The speaker 
pointed out that it would be a gross misstatement 
of fact to say that it is a common practice deliber- 
ately to value inventories to suit the circumstances, 
but the attitude of the merchant or manufacturer 
toward his inventory naturally depends on whether 
he feels prosperous enough after the year’s opera- 
tions to slash off a bit of the profits for the sake of 
conservatism, or on the other hand the pinch of 
depression has made him eager for an extra dollar 
of profit. The speaker said that a safe middle 
course must be chosen and that this generally is 
cost or market value, whichever is lower, although 
there are some exceptions, to which he alluded later. 
The most frequent criticism of this principle is that 
it is onesided, that is, the result is to take into 
account unrealized losses but to deny unrealized 
profits. He pointed out that it is generally conceded 
to be poor accounting to anticipate profits, while 
on the other hand conservative management de- 
mands provision against imminent but unrealized 
losses. Mr. Vieh devoted some time to a consider- 
ation of methods of determining the market price. 
He sounded a note of warning in regard to the 
use of cost or market price, whichever is lower. If 
inventories are reduced to market at the close of 
one year and the market rises in the succeeding 
year, the latter year may be given credit for profits 
to which it is not entitled. To avoid this possibility 
the accountant must have his eyes on the trend of 
the market as well as on the price prevailing at 
inventory date. Discussing the method of handling 
“write-downs” for bookkeeping purposes the speaker 
said that the end can be accomplished either by 
reducing prices on the face of the inventory or by 
establishing reserves to cover the difference between 
cost and market or inventory values. 


CHESTER L. WEBERG—*‘PUBLIC ACCOUNT- 
ANTS’ REPORTS FROM AN EXEC- 
UTIVE VIEWPOINT” 


Delivered before regional meeting, Amer- 
ican Institute of Accountants, Toledo, Ohio, 
December 6, 1924. 


Mr. Weberg said that the mere rendering of a 
balance-sheet and summary to a client is not always 
an impressive result for money spent. The relation 
between the executive and the accountant is per- 
sonal and confidential. Theoretically an executive 
should know all the details of the business, but 
practically this is not so; consequently the accoun- 
tant can be of great assistance. His report to the 
executive should give a feeling of satisfaction and 
security which comes with knowledge. The execu- 
tive usually thinks of two classifications of the ac- 
countant’s work, audits and special examinations. 
He fails to differentiate between balance-sheet audits 
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and detail audits. In the case of national corpor- 
ations usually all that is required is a certified 
balance-sheet because large corporations have effi- 
cient accounting staffs. In such cases the accoun- 
tant’s responsibility and verifications of detail are 
limited. Audits of other than national corporations, 
in the opinion of Mr. Weberg, represent the greater 
part of accountants’ service. In this branch of work 


the speaker said there are practically no limita- 
tions on accountants and an intelligently analyzed 
and fact-giving report is as essential as the balance- 
sheet and profit-and-loss statement. Summing up, 
Mr. Weberg stated that generally speaking an execu- 
tive in addition to knowing that his books are 
properly and accurately kept, desires any worth- 
while information that an accountant can furnish. 


OBITUARY 


Joseph French Johnson 


Joseph French Johnson, dean of the school 
of commerce of New York University and 
president of Alexander Hamilton Institute, 
died of angina pectoris, January 22nd at 
Newfoundland, New Jersey. Dean John- 
son, who was 71 years old, was born at 
Hardwick, Massachusetts. He passed the 
early days of his life at Aurora, Illinois, 
was graduated from Harvard in 1878 and 


then went to Germany to study political 
economy and history. He was at one time 
on the staff of the Springfield Republican 
and later was with the Chicago Tribune 
and the Spokane Statesman. He was the 
first editor of The Journal of Acountancy, 
and to his efforts the early success of the 
magazine is largely attributable. He was 
widely known as a writer on financial sub- 
jects and was the author of Money and 
Currency, Business and the Man, ete. 


HERE AND THERE 


A. B. Abbott has been appointed chief 
accountant of the city auditor’s office of 
Los Angeles. 


David A. Allen and Richard H. Mohler 
announce the retirement of Virgil E. Ben- 
nett from Allen, Bennett & Mohler, and the 
continuance of partnership practice under 
the firm name of Allen & Mohler, with 
offices at 400 Union Trust building, Pitts- 
burgh, Pennsylvania. 


William K. Allen announces the removal 
of his office to 1101-1102 Keenan building, 
Pittsburgh, Pennsylvania. 


Virgil E. Bennett announces the opening 
of an office at 1502 Union National Bank 
building, Pittsburgh, Pennsylvania. 


L. L. Bland & Co., 1049-50 Bank of 
Commerce building, Memphis, Tennessee, 
announce that James O. Peavey has been 
admitted to the firm. 


The governor of Rhode Island has ap- 
pointed Earl S. Clark, of Providence, a 
member of the Rhode Island state board of 
accountancy. 


George B. Buist & Co., announce the 
retirement of William H. Kerman from 
the firm. The practice will continue under 
the firm name of George B. Buist. 
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Harold Browndorff and Irving William 
Blum announce the formation of a partner- 
ship, practising under the firm name of 
Browndorff & Blum, with offices at 1 Madi- 
son avenue, New York. 


William Clabaugh of Washington, D. C., 
has been appointed chairman of the audit- 
ing section of the committee on arrange- 
ments for the inauguration of President 
Coolidge and Vice-president Dawes. The 
other members of the committee are as fol- 
lows: vice-chairman, Charles Vaughan 
Darby; secretary and treasurer, Edward M. 
Tyler; Moore C. McIntosh, S. Frank Levy 
and Raymond M. Florance. 


Henry N. Holdsworth of Iowa City has 
been appointed chairman of the state board 


of accountancy of Iowa, to succeed John 
W. Peisen. 


Wayne Kendrick and E. Taylor Papson 
announce that they have become associated 
with William Clabaugh & Co., 1319 F 
Street, N. W., Washington, D. C. 


Cunningham & Hardy announce dissolu- 
tion of partnership. W. F. Cunningham 
and son, F. J. Cunningham, will retain the 
offices occupied by the old firm, 722 Brady 
building, and O. W. Hardy will occupy 
adjoining offices at 725 Brady building, San 
Antonio, Texas. 
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George P. Ellis and Paul W. Pinkerton 
announce the consolidation of their prac- 
tices under the firm name of Ellis, Pinker- 
ton & Co., with offices at 30 North LaSalle 
Street, Chicago, Illinois, and 490 Broadway, 
Milwaukee, Wisconsin. 


Charles Lawrence Evans announces the 
opening of an office at 620 Grosvenor build- 
ing, Providence, Rhode Island. 


Harold Dudley Greeley, New York, is 
retiring from the practice of public account- 
ing and hereafter will occupy himself in the 
legal profession, specializing in estates and 


trusts. Mr Greeley was admitted to the 
bar in 1903. 


John N. Wolfe & Co. announce the re- 
moval of their offices to 1101 Keenan build- 
ing, Pittsburgh, Pennsylvania. 


Lybrand, Ross Bros. & Montgomery an- 
nounce that they have opened an uptown 
branch office at 385 Madison Avenue, New 
York. 


Frederick W. Morton and Oliver M. 
Morton announce the formation of a part- 
nership, practicing under the name of Mor- 
ton Audit Company, with offices at 1301-5 
Majestic building, Detroit, Michigan. 


It is announced that the practice hereto- 
fore conducted under the firm name of 
Oyster, Watson, Gardner & Co., of Cali- 
fornia will hereafter be conducted by 
Oyster, Watson & Co. 


Patterson, Teele & Dennis announce the 
removal of their Boston office to the First 
National building. F. R. Carnegie Steele, 
James Willing and Stanley G. H. Fitch 
are the resident partners. 


W. B. Peat & Co., announce an arrange- 
ment with Marwick, Mitchell & Co., in 
Great Britain, North America and Europe. 
whereby the continental practice of the 
former is transferred to the latter firm. 
The joint business of the two firms will in 
future be carried on under the name of 
Peat, Marwick, Mitchell & Co. 


S. Erwin Requa announces the opening 
of an office at 120 Broadway, New York. 
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Norvel M. Stiers, Indianapolis, has been 
appointed chairman of the auditing com- 


mittee of the Indianapolis Bar Association 
for 1925. 


Price, Waterhouse & Co. announce that 
W. B. Peat & Co. have retired from the 
firm on continental Europe, and in future 
the continental practice will be carried on 


under the sole name of Price, Waterhouse 
& Co. 


Touche, Niven & Co. of Chicago an- 
nounce the admission to partnership of 
Robert C. Brown. The Chicago office will 
be conducted under the joint direction of 
C. R. Whitworth and Robert C. Brown as 
resident partners. 


David Weiss announces the removal of 
his office to 45 John Street, New York. 


Kohler, Pettengill & Company announce 
the removal of their St. Joseph, Missouri, 
office, to the Tootle building. Frank P. 
Schwartz is the resident partner. 


The library of the Institute has received 
a book Past and Present of Accountancy 
in the United Kingdom and U. S. A. by 
Yoshio Watanabe. The book is printed in 
Japanese and English and contains an inter- 
esting review of conditions as they appear 
to the author. 

OK 

The following information in regard to 
activities of members and associates of the 
Institute is derived from report blanks sent 
out by the bureau of public affairs: 

Louis D. Blum, of New York, an Insti- 
tute member, is serving as a member of the 
accountants committee of the Arbitration 
Society of America. 


Ralph Guilbert Davis, an Institute mem- 
ber of Chicago, has been appointed captain 
in the finance officers’ reserve corps of the 
United States army. 


H. T. Scovill, of Urbana, Illinois, an 
associate of the Institute, delivered an ad- 
dress in Chicago, on December 30, before 
the American Association of University 
Instructors in Accounting on the relation 
of accounting instructors to professional 
associations. 
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George B. Buist an Institute member of 
Fort Wayne, Indiana, during December ad- 
dressed the Rotary Club, Exchange Club 
and a group of students on budget control. 
He spoke also before the credit men’s as- 
sociation on analysis of credit statements. 


Howard F. Farrington of Watertown, 
New York, a member of the Institute, ad- 
dressed the Rotary Club at Carthage, New 
York, on the crime tendency, on December 
2; the Kiwanis Club of Watertown, New 
York, on December 18th, on boys work 
with emphasis on the crime tendency. 
Every Tuesday he conducts a class in ac- 
countancy at the Y. M. C. A. In addition 
he is on the executive and arbitration com- 
mittees of the Watertown chamber of com- 
merce, the executive and finance commit- 
tees of the Watertown board of education; 
is president of the American Red Cross, 
Watertown city chapter; president of the 
Jefferson-Lewis counties council, of the boy 
scouts of America; and chairman of the 
business-methods committee of the Water- 
town Rotary Club. 


H. B. Fernald, an Institute member of 
New York, is the author of an article on 
taxation-progress in tax reduction, which 
was published in the annual number of the 
Engineering and Mining Journal-Press, 
January 15, 1925. Mr. Fernald is a mem- 
ber of the committee on accounting methods 
of the American Institute of Mining and 
Metallurgical Engineers and as such parti- 
cipated in the preparation of a report on 
the financial report of a mining company— 
its content and meaning. 


Stanley G. H. Fitch, an Institute member 
of Boston, spoke before the Western Massa- 
chusetts Chapter of the National Associa- 
tion of Cost Accountants, December 30, at 
Northampton, Massachusetts, on the rela- 
tion of cost accounting to federal taxes. An 
article by Mr. Fitch on the same subject 
was published on January 24th in Industry 
which is issued by the Associated Indus- 
tries of Massachusetts. 


A. L. Peters of Columbus, Ohio, an In- 
stitute member, spoke before the accounting 
club at the Ohio State University December 
3, on preparation for the duties and re- 
sponsibilities of an accountant. 


Bernard M. Gordon, of New York, an 
associate of the Institute, is serving as a 
member of the board of education of Mid- 
land Township, New Jersey. 


John J. Harrington of Waltham, Massa- 
chusetts contributed an article on the crime 
tendency to the Waltham News-Tribune, 
which was published early in January. 


Joel Hunter, a member of the Institute, 
delivered an address on 1924 income tax 
before the Georgia Bankers Association in 
Atlanta, on January 7th. He has published 
a pamphlet on taxable wealth, debt taxation 
and school expenses in cities of 140,000 to 
500,000 population in collaboration with 
William Burckel, and is serving on the 
committee on “What’s the Matter with 
Atlanta? Answer: Nothing but Prosper- 
ity” of the presidents’ club of Atlanta. 


J. Hugh Jackson an Institute member of 
Boston, on November 25th spoke before 
the Boston chapter of the National Associa- 
tion of Cost Accountants, on the basic in- 
ventory method. On December 16, 1924, 
he read before the eleventh annual conven- 
tion of the Insecticide and Disinfectant 
Manufacturers Association, at New York, 
a paper on accounting as an aid to the busi- 
ness executive. On December 22nd, Mr. 
Jackson lead the monthly meeting of the 
Massachusetts Society of Certified Public 
Accountants, Inc., in which the topic dis- 
cussed was faulty audits—based upon work 
of cooperating committees of the Robert 
Morris Associates and of the American 
Institute of Accountants. On December 
3lst, Mr. Jackson read before the annual 
convention of the American Association of 
University Instructors in Accounting, at the 
Hotel Congress, Chicago, a paper on the 
auditor’s report. 


George R. Keast of San Francisco, a 
member of the Institute, is serving on the 
membership committee of the San Francisco 
chamber of commerce and as major in the 
community-chest drive. 


Frederic W. Kilduff, of San Francisco, 
an associate of the Institute, made an ad- 
dress December 15th, before the San Fran- 
cisco chapter of the National Association of 
Cost Accountants on inventories. 
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J. Pryse Goodwin, an Institute member of 
New York, addressed the Worcester, 
Massachusetts, chapter of the National As- 
sociation of Cost Accountants on the field 
of professional accountancy. He also pre- 
pared for publication in the Journal of 
Commerce an article on advantages of peri- 
odical audits for stockbrokers. 


Raymond W. McKee of Los Angeles, a 
member of the Institute, in collaboration 
with D. F. Morland, has’ written a book on 
accounting for the petroleum industry which 
is to be ready for publication the last part 
of February. 


John T. Madden, an Institute member of 
New York, led the discussion on the papers 
of Messrs. John B. Niven, E. E. Gore and 
Arthur Andersen, on December 30, at 
Chicago, before the American Association 
of University Instructors in Accounting. 


George E. Morgan, president of the In- 
diana Association of Certified Public Ac- 
countants served as a member of a state- 
wide committee organized by the Indiana 
State Chamber of Commerce to prepare a 
new blue-sky law. It is now before the 
legislature. 


Lee J. Wolfe of New York, an Institute 
member, was elected secretary of the associ- 
ation of grand jurors, New York County, 
on January 15, 1925. 


Fletcher Ruark of Montreal, Canada, a 
member of the Institute, has delivered sev- 
eral addresses before the Philosophical So- 
ciety of Montreal; also the Mercury Club 
of that city and the Research Society. He 
served on civic and other committees in 
Montreal, under the auspices of clubs and 
societies during January. 


Richard D. Seamans of Boston, an as- 
sociate of the Institute, was appointed a 
city councillor of Salem, Massachusetts, in 
December, and as such is serving on several 
committees, including finance, licenses and 
permits and bonds, and on a special com- 
mittee, representing the city, during the 
installation of the new accounting system 
installed by the commonwealth of Massa- 
chusetts. 
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Adrian V. Seay of Houston, Texas, a 
member of the Institute, addressed the sales- 
manship club of Houston on December 12, 
on Income tax. He also took part as solici- 
tor in the community chest drive. 


Herbert H. Twose, an associate of the 
Institute in Milwaukee, addressed the 
Lions Club at a meeting in the Hotel Pfister 
in Milwaukee, on federal income taxes. 


William A. Ullrich, an Institute member 
of Dayton, Ohio, spoke on budgets and 
budgetary control for churches before two 
Methodist Episcopal churches in November 
and is to deliver the same address in six or 
more other churches in the Dayton district. 
Mr. Ullrich served as a member of the com- 
mittee on programmme and meeting for 
management week in Dayton during Octo- 
ber. 


J. S. Williams, an Institute member of 
New York, served as a member of the ac- 
countants’ committee of the American Red 
Cross drive. 


W. F. Vieh of Cleveland, Ohio, a member 
of the Institute, addressed the Cleveland 
Chapter of the National Association of 
Cost Accountants December 17, on pricing 
the inventory. \ 


B. F. Reeves of Salt Lake City, Uta\h, a 
member of the Institute, is serving as chiair- 
man of the postal-facilities commitie 
the Salt Lake City chamber of commercte 
for 1925. 


General S. H. Wolfe, an Institute naem- 
ber of New York, has been acting as stiatis- 
tical advisor to Justice John V. McAviy, 
who was appointed by Governor Alfred Ve 
Smith to make a special investigation /Of 
transit conditions in New York with a wiew 
to suggesting possible remedies. Gereral 
Wolfe in the New York Herald-Tribune of 
January 25, 1925, presented a summary of 
the financial side of the transit situation. 
He reviewed the history of New Yeork 
transit since 1832. He showed clearly. that 
the city has to raise taxes to provides for 
interest on the transit debt under the dexal 
contracts with the two traction companies: 
which are operating the subway lines. 


